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Report Highlights:
On January 14, 2005, the Ministry of Agriculture (SAGARPA) cancelled the legal framework which regulates, among other things, relations between sugar mill owners and sugarcane producers and the system of payment for sugarcane. The new proposal will have to be ready by September 30, 2005 and is to be drafted by a national sugarcane committee as called for under the Law of Rural Sustainable Development.  In the interim, rules and regulations from the 1991 decree and the 1993 modification will be applied as needed.    
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Unscheduled Report

Mexico [MX1]

[MX]

Introduction:  This report summarizes an announcement published in Mexico’s “Diario Oficial” (Federal Register) on January 14, 2005.

Disclaimer:  This summary is based on a cursory review of the subject announcement and therefore should not, under any circumstances, be viewed as a definitive reading of the regulation in question, or of its implications for U.S. agricultural export trade interests.  In the event of a discrepancy or discrepancies between this summary and the complete regulation or announcement as published in Spanish, the latter shall prevail.

FAS/Mexico’s Executive Summary:  On January 14,2005, the Secretariat of Agriculture (SAGARPA) announced in the Diario Oficial (Federal Register) the revocation, by President Fox, of the decree defining the legal framework which regulates, among other things, relations between sugar mill owners and sugarcane producers and the system of payment for sugarcane.  This decree has been in force since May 31, 1991, and was modified on July 27, 1993.  The announcement references the Law of Rural Sustainable Development of December 7, 2001 – a law defining basic and strategic food products, such as sugarcane, which are part of the daily diet of the majority of the Mexican population – and its mandate that a national committee be established for each basic and strategic food product.  The announcement calls for SAGARPA to convene all the pertinent parties of the sugar agroindustry in order to establish a National Sugarcane Committee, as mandated by the Law of Rural Sustainable Development.  The newly formed national committee will have to propose a new decree by September 30, 2005.  In the interim, the rules and regulations under the 1991 decree will still apply.  Moreover, SAGARPA has 60 days to issue an agreement establishing a permanent dispute resolution board for issues arising in the sugar agroindustry.      

Background:  On February 6, 2002, the Government of Mexico (GOM) announced its 2002-2006 National Sugar Policy (see MX2031).  The overall objective of this policy is to regulate the domestic sugar market and to make the Mexican sugar sector a more profitable one through the implementation of a series of short-, medium- and long-term measures.  One of the medium-term measures called for was the rewriting of the legal framework regulating relations between sugar mill and sugar cane workers and sugar mill owners (“Contrato Ley” and “Decreto Cañero”).  Such a measure is considered necessary in order to increase productivity and to offer better benefits to the sugar cane producers and sugar mill workers.  This decree was originally issued in 1975 and was subsequently reissued in 1979 and 1991; the 1991 decree was then modified in 1993. 

One important measure defined by this decree are sugarcane prices.  The Secretariat of Economy annually announces in the Diario Oficial the formula for calculating the reference price for a ton of standard sugar.  A percentage of this reference price, as established in the decree, is then used to establish the price which sugar mill owners are required to pay sugar cane producers each marketing year.  For example, sugar mill owners have been required to pay sugarcane growers 57 percent of the wholesale reference price since marketing year 1996/1997 to the present.  The last announcement establishing a reference price was made on February 2, 2004 for MY 2003/04 (see MX4018).  The 2005 announcement on the reference price is expected shortly and, in the absence of a new decree, the 57 percent figure, as established in the recently-cancelled 1991 decree, is expected to govern. 

FAS Comment:  According to sources, the rewriting of this decree is a very sensitive political and social issue, since the sugarcane industry is comprised of approximately 160,000 cane growers and about 30,000 mill workers who historically have had to fight for better working conditions and assurances of better sugarcane prices.  Traditionally, sugarcane growers have reacted negatively to changes in the decree, as they view the process of rewriting the decree as one geared towards taking away these hard-fought benefits.  Others in the sugarcane industry, although initially taken by surprise by the GOM’s announcement, view the rewriting of the decree, especially the “Decreto Caňero”, as long-awaited and in line with the GOM’s overarching policy of modernizing and strengthening Mexico’s sugar industry to make it more competitive.  According to sources, the rewriting of the decree could result in changes to the ways in which sugarcane producers are paid for their cane by giving them incentives for better sugar quality and increased productivity.  Nevertheless, the task ahead will not be easy, according to sugarcane associations, which indicated they would not allow an authoritarian act or regulation from the executive branch to possibly put at risk sugar production or equality among producers.  As of the writing of this report, a national sugarcane committee, as called for under the Law of Rural Sustainable Development, had not yet been established.         

Title:  Decree that revokes the rules that declare of public interest the planting, cultivation, harvest and industrialization of the sugarcane, published on May 31, 1991, as well as the Decree that modified the rules declaring of public interest the planting, cultivation, harvest and industrialization of the sugarcane, published on July 27, 1993. 

Important Dates
1. Publication Date: January 14, 2005

2. Effective Date: January 15, 2005

For More Information:

AgMexico@usda.gov

Fax: 011-52-55-5080-2532

Internet Connections

FAS Mexico Web Site:  We are available at http://www.fas-la.com/mexico or visit our headquarter's home page at http://www.fas.usda.gov for a complete selection of FAS' worldwide agricultural reporting.

Useful Mexican Web Sites:  Mexico's equivalent of the Department of Agriculture (SAGARPA) can be found at www.sagarpa.gob.mx and Mexico's equivalent of the Department of Commerce (SE) can be found at www.economia.gob.mx.  These web sites are mentioned for the readers' convenience but USDA does NOT in any way endorse, guarantee the accuracy of, or necessarily concur with the information contained on the mentioned sites. 
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